The study aims to estimate the impact of Foreign Direct Investment (FDI), labour, and external debt on economic growth in Indonesia and Malaysia over the period 1980-2016. The findings are expected to serve as a reference for macroeconomic policies in Indonesia and Malaysia. Employing an Autoregressive Distributed Lag Model (ARDL) and Error Correction Model (ECM), we find that FDI, labour force and external debt have a significant impact on the economic growth in the long-and short-run in both countries. Statistically, the estimated models are stable. Therefore, it is recommended that the authorities in Indonesia and Malaysia should concentrate on attracting more quality FDI inflows and properly manage external debts as well as high-skilled labour force, which are vital to economic growth.
INTRODUCTION
Indonesia has endeavoured to encourage FDI inflows as a trigger for improving domestic economy since 1967. This was marked by the enactment of Act No. 1/1967 about foreign investment, and policies on investment liberalisation until now (see policy and publication on Indonesia investment at https://www5.bkpm.go.id). The existence of FDI inflows is also important for the Malaysian economy. Department of Statistics of Malaysia has reported that FDI inflows increase every year, especially from Asia region (see https://www.dosm.gov. my). Hence, the impact of FDI on economic growth in both countries can be further estimated by scrutinizing the matter through a number of questions raised in this study. First, does FDI impact on economic growth both in the short-and the long-run? So far, some empirical researches have used FDI as an independent variable in endogenous growth model.
As we know, Indonesia is the country with the largest population in the ASEAN region. According to the World Bank data, the total number of Indonesia labour force in 1980 was 52 million, which increased to 127 million in 2016 (grew by 144%). Meanwhile, the total labour force in Malaysia increased from 5 million in 1980 to 14 million in 2016 (grew by 180%). This situation can be addressed to the domestic economy in both countries in order to calculate the impact of labour force. Thus, the second research question is: Does labour force impact on economic growth both in the short-and the long-run?
In 1967 donor countries for Indonesia have formed IGGI (Inter-Governmental Group on Indonesia) as the starting point for Indonesia's active role in foreign debt contracts. The growth of Indonesian external debt is about 1, 411% (1980 to 2016) . At present the management and supervision of Indonesian foreign debt have been carried out by the Ministry of Finance and Bank Indonesia. Moreover, the Malaysian economy was also obliged to accumulate debt as a result from budget deficit. According to Daud (2016) , the Malaysian government debt was financed from domestic borrowing (about 96.2%) and foreign borrowing (about 3.8%). Thus, this research aims to calculate the impact of total debt to domestic economy in both countries. Thus, the third research question is: Does external debt impact on economic growth both in the short-and the long-run?
Foreign Direct Investment (FDI) and labour play an important role in driving the domestic economy of a country. In addition, the availability of funds in the form of external debt is also important to stimulate economic growth. Studies on the impacts and contribution of these three variables to economic growth have been done by Paudel and Perera (2009) , Aljebrin (2012) , Ullah et al. (2014) , Nordin et al. (2014) , and ILO, OECD and the World Bank Group (2015) . However, several empirical studies indicate that FDI and external debt have minimum contribution to the domestic economy (Duasa 2007; Wehinger 2011; Aurangzeb & Haq 2012; Mohamed et al. 2014) .
According to Duasa (2007) , there was no causality between Gross Domestic Products (GDP) and FDI, so the government is encouraged to increase FDI inflow and economic stability. Meanwhile, Paudel and Perera (2009) found that in the long-run, foreign debt and labour significantly influenced economic growth in Sri Lanka. These two empirical findings show that the long-and the short-run investments do not contribute significantly to the economy. Wehinger (2011) encourages the Organization for Economic Cooperation and Development (OECD) countries to formulate regulations stimulating higher economic investment levels. Moreover, ILO, OECD and the World Bank Group (2015) emphasize the importance of the availability of highly educated and skilled labour. As an important production input, labour force should not be focused only on their quantity but also their quality.
Indonesia is a country in the ASEAN region that is trying to promote its economic growth through the availability of funds from FDI and external debt and seeks to encourage labour absorption. Thus, FDI and external debt are important sources of funding for the domestic economy and the ability of the economy to absorb labour is crucial as well. According to Sailiwa (2013) , several important aspects that are driving the Indonesian and Malaysian economies include the benefits of the ASEAN economic community to promote economic growth, shared market potential, investment destination countries, and open service sectors. In addition, the two countries have cooperated both in the economic and non-economic sectors to encourage domestic and regional economy. Figure 1 illustrates the development of FDI, labour force, external debt, and economic growth in Indonesia and Malaysia within the period of 1980-2016. Economic growth in both countries tended to fluctuate. The economic crisis of 1997/1998 had a significant impact 0 20,000,000 40,000,000 60,000,000 80,000,000 100,000,000 120,000,000 140,000,000 , 1980-2016 Source: The World Bank Note: EGIND = economic growth of Indonesia (%); EGMLY = economic growth of Malaysia (%); GFDIIND = growth of FDI in Indonesia (%); GFDIMLY = growth of FDI in Malaysia (%); LFIND = total labour force in Indonesia (person); LFMLY = total labour force in Malaysia (person); EDIND = total external debt in Indonesia (USD); and EDMLY = total external debt in Malaysia (USD). on the decline of economic growth in both countries. In addition, the subprime mortgage crisis also resulted in Malaysia's economic downturn in 2008 although not as significant as the previous economic crisis. The development of FDI was relatively stable in both Indonesia and Malaysia, but a gap was seen between FDI inflows and outflows. In 2006-2007, Malaysia's FDI growth tended to be lower as a result of greater FDI inflow compared to FDI outflow. This means that, during that period, there was a significant shift between FDI inflows and outflows in Malaysia. The number of labour force in Indonesia and Malaysia tends to increase, with Indonesia having a bigger increase. This condition is influenced by the efforts of both countries to increase labour absorption. The number of labour force in Indonesia is much larger because of its larger population. External debt in both countries also tends to increase with a relatively similar value. This means that governments and business actors in both countries are relatively related to overseas donors/ institutions. In addition, both countries make external debt an important part of driving the domestic economy. However, both countries need to improve external debt management capabilities and focus the debt on improving the domestic economy.
The important contribution of this research is the impact analysis of long-and short-run relationships between FDI, labour force, and external debt on economic growth. In addition, the relationship can be a reference for the Indonesian and Malaysian governments to increase the attractiveness of FDI inflow, manage external debt, and improve labour force. These three variables will be expected to encourage the economic growth.
This paper is organised into six parts: introduction; literature review; methodology; result and discussion; conclusion, implication, and limitation; and, reference. The data set, and ARDL-ECM model will be discussed in the methodology part. Meanwhile, the result and discussion part will elaborate descriptive statistics, unit root test, bound test, ARDL estimation, ARDL-ECM estimation, and stability test. Helbling et al. (2004) explained that the availability of small investment would have an impact on the low capability of economic growth and employment. Buffie et al. (2012) suggested that public investment could be loosened primarily in the long run to boost economic performance. In addition, according to Phetsavong and Ichihashi (2012) , FDI policy should be formulated carefully and appropriately to maintain economic growth. These three studies demonstrate the need for sufficient and well-managed investment to promote economic growth. In theory, investment is related to aggregate demand and supply. Romer (2012) believed that the increase in supply and demand for aggregate output would encourage the availability of capital stock. As such, the economy needs to maintain investment availability as it becomes a funding source to develop industry and grow the economy. This view is supported by Nordin et al. (2014) who confirmed that FDI's important contribution to economic growth is the availability of capital and transfer of technology, and by Suhendra and Anwar (2014) who found that investment has a positive and significant impact on economic growth. These three arguments are the foundations of this research. To clarify the impact of investment on economic growth both in the short-and the long-run, the ARDL method is used. This is done because the period of research data is relatively short. Poirson (2000) argued that countries capable of reallocating labour from agriculture to industry efficiently tend to generate high economic growth. Such reallocation, which requires increased skill and higher education, increase labour productivity in the industrial sector. ILO, OECD, & World Bank Group (2015) also reported that highly skilled labour can promote economic growth, which was confirmed by Hsu (2017) who mentioned that labour could push the economy through productivity. The labour variable in this research is in the form of total labour force, not the human capital. Labour force becomes a proxy for workers availability as production input that can increase aggregate output and stimulate economic growth. Thus, the labour force is believed to have a positive and significant impact on economic growth. Pattillo et al. (2004) found that the relatively high debt has a negative and significant effect on economic growth, but the debt on a small scale shows no such effect. Nersisyan and Wray (2010) argued that large or small impact of government debt on macro economy does not necessarily refer to a certain level/percentage but rather than to the consequences of state budget policy and economic performance target. Meanwhile, Wijeweera et al. (2005) stated that external debt affects the economy in the short-run but it is not significant in the long-run. This argument is the reference of this study to prove the difference between the impacts of external debts in the short-run and those in the long-run on economic growth in both Indonesia and Malaysia. Emeka and Mojekwu (2011) noted that external debt has a significant impact on GDP but foreign capital inflow has no effect. In addition, Umaru et al. (2013) pointed out that external debt has a negative effect on economic growth so the government needs to focus on increasing investment, rather than external debt. However, Mengus (2014) maintained that the Ricardian-based economy could utilize the availability of debt (external-domestic) appropriately to economic development. These three arguments have shown that FDI and external debt remain important in promoting economic growth in both Indonesia and Malaysia.
LITERATURE REVIEW
There are several theories of economic growth that can be used as a research reference, namely, the structuralist growth model, the classical theory of growth and distribution, evolutionary growth theory, the post-Keynesian theories of growth and distribution, the Harrodian and Kaleckian models of accumulation and income distribution, Kaldor and the Kaldorians, and the paths of transformational growth (Setterfield 2010) . The structuralist growth model emphasizes that the economic output is formed due to economic structure factors, where investment does not necessarily have a direct effect on the economy (Gibson 2010 in Setterfield 2010) . In this condition, price and income can be well distributed. Foley and Michl (2010) in Setterfield (2010) suggested that the classical theory of growth and distribution identifies several factors that shape economic growth, namely: investment, employment, population, and savings. In addition, the resource distribution factor in the production process can improve output added-value. Evolutionary growth theory describes that knowledge, population, and investment play an important role in the evolution of economic growth (Metcalfe & Foster 2010 in Setterfield 2010 . According to Kurz and Salvadori (2010) in Setterfield (2010) , the post-Keynesian theories of growth and distribution emphasize the linkage between wages, profits, technology, and economic growth.
In Indonesia, empirical research on the contribution of FDI, labour force, and external debt to economic growth has been done by Hafild et al. (2000) , Rininta (2013) , Tarmidi et al. (2014) , Allen (2016), Feriyanto and Sriyana (2016) , Sjöholm (2016) , Giap and Amri (2016) , Gopalan et al. (2016) , Kentjana (2017) , and Mahadika et al. (2017) . In general, FDI has a significant impact on economic growth. This condition is relevant to the governments' efforts to increase investment sources to stimulate economic development. The availability of labour also contributes to the economic growth. However, the contribution of labour has not been maximized to achieve higher levels of economic growth. On the other hand, external debt tends to be a burden on the state budget and has less significant impact on economic growth.
In Malaysia, empirical research on the impact of FDI, labour force, and external debt on economic growth has been carried out by among others: Mun et al. Rafik (2015) ; and, Munir et al. (2016) . In general, FDI inflows have a significant impact on Malaysia's domestic economy, as it can absorb labour. Therefore, the government is encouraged to utilize FDI optimally. Labour plays an important role in Malaysia's economic growth, but workers are treated differently by gender. It has also been shown that external debt holds a significant impact on the Malaysian economy.
As Malaysia's external debt tends to increase, the government is expected to manage it carefully so as not to become the burden of domestic economy.
This study will examine the significant impact of FDI, labour force, and external debt on economic growth of Indonesia and Malaysia in both the short-and the long-run. The three variables, which are all independent, were chosen as a comparison with previous empirical researches that tend to focus on one or two independent variables in the estimation model. The result of the study is expected to be a significant contribution in the form of empirical contribution. In addition, this research uses macroeconomic variables. Several previous empirical researches tend to focus on combining macroeconomic and microeconomic (industry level) variables. Thus, previous empirical studies do not link these three independent variables on economic growth in one model of estimation directly.
As FDI has a significantly positive impact on economic growth in Indonesia and Malaysia, the two countries need to create a favourable investment climate and make deals for special projects, such as infrastructure, energy, electricity, and manufacture accordingly. Meanwhile, the external debt can be used to stimulate skilled labour, technology adoption for SMEs, innovation and technology project for education, and subsidy for manufacture. Furthermore, the two countries should design risk management of external debt in order to control the risk of volatility value of external debt on domestic economic growth. Moreover, the external debt in growth model can extend the traditional growth model. Given the traditional growth model which is just constituted by capital and labour, then some researchers conducted empirical studies to investigate the impact and optimal level of debt on the domestic economy.
METHODOLOGY DATA SET
This research uses annual secondary data from 1980-2016 published by the World Bank (www.worldbank.org). In addition, it also focuses on two countries, i.e., Indonesia and Malaysia as the research objects. The initial period of research refers to empirical studies conducted by Hakim and Giovani (2012) and Drabble (2000) . Hakim and Giovani (2012) explained that Indonesia's economic growth has been growing rapidly since 1980 as a result of economic stabilization, availability of investment, and foreign debt cooperation. Meanwhile, Drabble (2000) points out that in the 1980s Malaysia's manufacturing developments improved in favour of improving domestic economic conditions. Furthermore, the end period of this research is 2016, which is based on the availability of latest data published by the World Bank.
The research variables include Foreign Direct Investment (FDI), labour force, external debt, and economic growth. The FDI uses net FDI inflows in US$. Labour force data is the number of worker in person. External debt data is total private and public debt in US$. All data will be converted into logarithms for the ARDL-ECM estimation model. Meanwhile, economic growth data represents annual GDP growth in %.
Research data in ARDL-ECM estimation use several symbols. Symbol of Indonesia and Malaysia are IND and MLY respectively. In addition, the symbol of economic growth uses EG. Meanwhile, the symbol of FDI, labour force and external debt are FDI, LF, and ED respectively. Thereby, the symbols of ARDL-ECM variables in Indonesia are EGIND, logFDIIND, logLFIND, dan logEDIND. Furthermore, the symbols of ARDL-ECM variables in Malaysia are EGMLY, logFDIMLY, logLFMLY, and logEDMLY respectively.
METHOD
Some empirical studies are employed to examine the impact of FDI, labour force, and external debt on economic growth in Indonesia dan Malaysia in the short-and the long-run. Those empirical researches are conducted by Mun et al. (2008) , Hooi and Wah (2010) , Tarmidi et al. (2014) , Sieng and Yussof (2014) , and Mahadika et al. (2017) . Generally, the output is determined by capital and labour (see Cobb-Douglas Production Function). In this research, however, the output is defined by GDP growth (economic growth) while capital is defined by Foreign Direct Investment (FDI) inflows. The investment of this research is calculated using q-Theory (see Wickens 2008) . In addition, the labour uses labour force data. The relationsip between labour and economic growth refers to Endogenous Growth Model (see Romer 2012 ). Furthermore, external debt, which is used as independent variable in this study, becomes source of growing domestic economy. The impact of debt on economic growth uses Endogenous Growth Model (see Greiner and Fincke 2015, 81-101) . The total external debt from foreign investors or countries was the one obtained by public and private sectors.
The ARDL model was used to investigate the impact of FDI, labour force, and external debt on economic growth in Indonesia and Malaysia in the long-run. The basic model of ARDL in this research refers to the one constructed by Pesaran and Shin (1995) , which is formulated as follows (see Equation 1):
∆EG is change of economic growth (%). ∆FDI is change of foreign direct investment (US$). ∆LF is change of labour force (person). ∆ED is change of external debt (US$). α is constant or intercept of ARDL estimation.
Meanwhile, b; c; d; e; and β are parameters of independent variables. Those parameters will explain the impact of FDI, labour force, and external debt on economic growth both in the long-and the short-run.
Equation 1 was converted to logarithms. Therefore, Equation 2 could be written as follows:
Based on Equation 2, the ARDL model to be employed is as follows (Equation 3):
Equation 3 explains the long-run impact of FDI, labour force, and external debt on economic growth.
In order to examine the short-run impact of FDI, labour force, and external debt, the ECM model is employed as follows (Equation 4):
ECT is an error correction term that reflects ECM Model in the short-run. Meanwhile, γ is parameter of ECM estimation.
The unit root test of all research variables uses Augmented Dickey-Fuller (ADF) and Phillips-Perron (PP) test. The basic procedure of ADF and PP test refers to Maddala and Kim (2004) . In addition, the unit root test will use level and first difference (intercept, and intercept and trend). Furthermore, the final step of research analysis is stability test. It uses recursive estimation with CUSUM and CUSUM Sum of Square (CUSUMSQ) for getting a constancy of parameter in the model (Pesaran & Pesaran 1997 in Alimi 2014 . Table 1 indicates that Economic Growth (EGIND) and log FDI (logFDIIND) tend to be abnormally distributed. This can be observed from the Skewness value that tends to be negative and kurtosis value that is very high. Both produce a relatively high Jarque-Bera value, which means that the probability value is significant. Meanwhile, the Skewness value of the log labour force (logLFIND) and the external debt log (logEDIND) tends to be close to 0 while the Kurtosis value of these variables is below 3, resulting in a Jarque-Bera value of nearly 3. This indicates that the two variables tend to be normally distributed and their probability value is not significant.
RESULT AND DISCUSSION

DESCRIPTIVE STATISTICS
As shown in Table 2 , economic growth of Malaysia (EGMLY) and log labour force (logLFMLY) appear to be abnormally distributed. This can be observed from the skewness value that tends to be closer to 1 and from the kurtosis value that is higher than 4. Both produce a relatively high Jarque-Bera value and a significant probability value. Meanwhile, the skewness value of the log FDI (logFDIMLY) and the log external debt (logEDMLY) tend to be close to 0 while the kurtosis value of these variables is below 3, resulting in a relatively low Jarque-Bera value and insignificant probability value. All these values indicate the two variables that are likely to be normally distributed.
UNIT ROOT TESTS
Unit Root Test is applied to time series data to get data stationarity (Maddala and Kim 2004) . The data may indicate that they are normally distributed. This test is performed on FDI, labour force, external debt, and economic growth data in Indonesia and Malaysia. The tests used were Augmented Dickey-Fuller (ADF) test and Phillips-Perron (PP), which were determined at level and at first difference. The tests also employed intercept and intercept and trend. Table 3 presents the results of Unit Root Test in which economic growth of Indonesia (EGIND) and log labour force (logLFIND) are stationary at level in the ADF (intercept, intercept and trend) and PP (intercept, and intercept and trend). Meanwhile, FDI log variables (logFDIIND) and the external debt log (logEDIND) are stationary at first difference in ADF (intercept) and PP (intercept, and intercept and trend).
As shown in Table 4 , the economic growth of Malaysia (EGMLY) is stationary at level in the ADF (intercept, intercept and trend) and PP (intercept, and intercept and trend). Meanwhile, log FDI (logFDIMLY), log labour force (logLFMLY) and the external debt log (logEDMLY) are stationary at first difference in ADF (intercept) and PP (intercept, and intercept and trend). Pesaran et al. (2001) . Table 5 shows the value of F-statistics of ARDL Bound Test in Indonesia and Malaysia. The value F-statictics is higher than critical value bounds. This indicates that all research variables have been integrated in the long-run. In addition, the results of the Bound Test can support the ARDL estimation result that FDI, labour force, and external debt have a significant impact on economic growth both in Indonesia and Malaysia.
ARDL ESTIMATION RESULTS
The ARDL estimation in this research focuses on the impact of FDI, labour force, and external debt on economic growth in Indonesia and Malaysia. Table 6 shows the results of ARDL estimation in Indonesia. It can be seen in Table 6 that the Indonesian ARDL model is ARDL (3, 6, 6, 6) . Economic growth (-1) and economic growth (-3) have a negative and significant impact on the economic growth of Indonesia while economic growth (-2) has a positive and significant impact. This indicates that the lagged economic growth can be a determinant of the economic growth. FDI and FDI (-1) have a negative impact on Indonesia's economic growth. This indicates that FDI has an influence on economic growth. Meanwhile, FDI (-2) and FDI (-6) have a positive and significant impact on economic growth. Thus, the FDI inflow in the domestic economy needs to be managed properly to ensure the utilization of FDI that can promote economic growth. Labour force, labour force (-2), and labour force (-5) also have a negative and significant impact on Indonesia's economic growth. This confirms that the variables cannot support economic growth. Meanwhile, labour force (-1), labour force (-4), and labour force (-6) have a positive and significant impact on economic growth. This indicates that the increase in the labour force of previous periode will increase economic growth. Thus, the Indonesian government should stimulate the improvement of labour force in terms of skill and productivity to support economic growth.
External debt and external debt (-4) have a positive and significant impact on Indonesia's economic growth. This proves that external debt can promote economic growth. Meanwhile, external debt lag 1, lag 2, lag 3, lag 5 and lag 6 have a negative and significant impact on economic growth. External debt by both the government and the private sector need to be properly managed to be used as a driving force of economic growth rather than the burden of the state or company budget.
The adjusted R-squared value of the Indonesian ARDL estimation is 0.93405. This indicates that the variation of dependent variables is explained by the independent variable variation by 93.405%. In addition, this value is also a goodness of fit indicator of the relatively good estimation of Indonesia's ARDL. Furthermore, the Indonesian ARDL estimation of F-statistic value is significant, which indicates that all the independent variables simultaneously have a significant effect on the dependent variables.
The impacts of FDI and external debt on Indonesia's economic growth were significant in the long-run (Table 7) . Meanwhile, the labour force does not affect economic growth significantly, which means that the Indonesia economy still needs capital from foreign countries. Table 8 illustrates the results of Malaysia's ARDL estimation of the impact of FDI, labour force, and external debt on economic growth. The Malaysian ARDL estimation model is ARDL (4, 4, 3, 3) . It can be seen that economic growth (-2) has a negative and significant impact on Malaysia's economic growth, indicating the need for Malaysian government to investigate the economic growth achieved from the previous period in more depth.
FDI has a negative and significant effect on Malaysia's economic growth. This indicates that FDI inflow tends to inhibit domestic economic growth. Thus, the Malaysian government should stimulate FDI to achieve targeted economic growth. Furthermore, labour force has a positive and significant effect on economic growth while labour force (-1) has negative and significant effect. Therefore, the Malaysian government needs to encourage the improvement of labour force (in terms of skill and productivity) to achieve domestic economic growth. External debt used by Malaysian government and industry has a positive and significant impact on domestic economic growth. In addition, external debt (-2) also has a positive and significant effect, indicating that external debt is used carefully and properly to stimulate economic growth. However, external debt (-1) and external debt (-3) have a negative and significant impact on Malaysia's economic growth. Therefore, the Malaysian government needs to improve the governance and utilization of external debt.
The adjusted R-squared value of Malaysia's ARDL estimation is 0.667274, which means that the variation of dependent variables is explained by the variation of independent variables by 66.7274%. Furthermore, the Malaysia's ARDL estimation is categorized as a good model. The Malaysian ARDL estimation F-statistic value is 4.657074, meaning that all independent variables simultaneously affect the dependent variables. Table 9 confirms that in the long-run FDI and labour force effect on economic growth in Malaysia. Meanwhile, the external debt does not impact on economic growth. This means that Malaysia's economy tends depends on foreign capital inflow. Furthermore, Malaysia has labour force who need to be improved in form of skill and productivity.
ECM ESTIMATION RESULTS Table 10 shows the results of ECM estimation in Indonesia in which the D (change) of economic growth lag 1 and lag 2 have a positive and significant impact on economic growth in the short-run. This indicates that the economic growth achieved in the current period is determined by the achievement in the previous period. In addition, change values of FDI lag 1, lag 4, and lag 5 have a negative and significant effect on economic growth while the change value of FDI lag 3 has a positive effect in the short-run. This means that FDI contributes significantly to the achievement of economic growth in Indonesia.
In the short-run, change value of external debt has no effect on economic growth. This means that the amount of labour does not reflect the achieved economic growth rate. Thus, the Indonesian government needs to formulate an employment policy that can stimulate increased domestic economic growth. Meanwhile, change value of external debt lag 1 to lag 5 have a positive and significant effect on economic growth in the short-run. This shows that external debt by the government and private sector can drive economic growth in Indonesia. One of the variables for measuring ECM estimation is ECT(-1). The value of ECT (-1) is negative and significant reflected by CointEq (-1). This means that the ARDL-ECM estimation is appropriate to prove the impact of FDI, external debt, and labour force on Indonesia's economic growth in the short-run. Table 11 illustrates the results of ECM estimation in Malaysia. Variables D (change) of economic growth lag 1 and lag 2 have a positive and significant impact on domestic economic growth in the short-run. These results reveal that the economic growth achieved in Malaysia is closely related to the achievements of economic growth in the previous period. Thus, the Malaysian government needs to stimulate economic growth to achieve established growth targets.
In the short-run, change value of FDI in Malaysia has a negative and significant effect on economic growth, indicating that FDI tends to hamper economic growth. To that end, the Malaysian government needs to manage and direct FDI to boost domestic economic growth.
Change value in labour force have a positive and significant effect on economic growth. This means that the number of labour forces can be used to stimulate economic growth. Thus, the Malaysian government can stimulate labour force (with increased skill and productivity) to achieve domestic economic growth. In addition, change value in external debts (external debt and external debt lag 2) has a positive and significant effect on economic growth in the short-run, while change value of external debt lag 1 has a negative and significant effect. This shows that external debt can be utilized to achieve domestic economic growth, but the Malaysian government needs to direct its utilization properly.
The ECT (-1) value of Malaysia's ECM estimation is negative and significant reflected by CointEq (-1). This means that ECM estimation is appropriate to prove the impact of FDI, external debt, and labour force on the Malaysian economic growth in the short-run.
STABILITY TEST RESULTS
Stability tests with CUSUM (Cumulative Sum of Recursive Residuals) and CUSUMSQ (Cumulative Sum of Squares) were conducted to analyze the stability of ARDL estimates in Indonesia and Malaysia. The results of this test can also be used to determine the robustness of ARDL estimates in Indonesia and Malaysia. As shown in Figures 2 and 3 , the CUSUM and CUSUMSQ results of ARDL Indonesia and Malaysia are stable. Thus, ARDL estimation models for both countries seem to be appropriate.
CONCLUSION AND IMPLICATION
The result of ARDL estimation has shown the existing long-run relationship between FDI, labour force, and external debt and economic growth for both countries, whereas their short-run relationship has been identified by the ARDL-ECM estimation results. In general, both estimation results indicate the impact of FDI, labour force, and external debt on economic growth in both countries. Meanwhile, the CUSUM and CUSUMSQ results confirm that ARDL estimation models for both Indonesia and Malaysia are stable.
The long-run relationship between FDI, labour force, and external debt with economic growth in Indonesia and Malaysia serves as a reference for the governments of both countries to manage, promote, and improve these variables in the future. This means that macroeconomic policies in both countries need to be directed to stimulate FDI and external debt to achieve economic growth targets. In addition, labour force policy should not only be oriented towards increasing labour force quantity in the labour market, but also on their quality that includes skill and productivity.
The result of short-run relationship between FDI, labour force, and external debt on economic growth in Indonesia and Malaysia can be a stimulus for domestic economic policy. This will encourage the government and the private sector to synergize their policy formulation and implementation in achieving their economic growth target in the short-run. Industries play an important role in managing FDI and external debt carefully and appropriately to promote increased productivity and business expansion. In addition, private sector can also prioritize the absorption of skilled and productive workers. Data are in %. It is symbolized by EGIND and EGMLY.
FDI
Foreign direct investment are the net inflows of investment to acquire a lasting management interest (10 percent or more of voting stock) in an enterprise operating in an economy other than that of the investor. It is the sum of equity capital, reinvestment of earnings, other long-term capital, and short-term capital as shown in the balance of payments. This series shows total net FDI. In BPM6, financial account balances are calculated as the change in assets minus the change in liabilities. Net FDI outflows are assets and net FDI inflows are liabilities.
Data are in current U.S. dollars. It was converted into log. The symbols of variables are logFDIIND and logFDIMLY.
Labour Force
Total labour force both in Indonesia (IND) and Malaysia (MLY) from the years of 1980-2016.
Data are in person. It was converted into log. The symbols of variables are logLFIND and logLFMLY.
External Debt
Total external debt is debt owed to nonresidents repayable in foreign currency, goods, or services. Total external debt is the sum of public, publicly guaranteed, and private nonguaranteed long-term debt, use of IMF credit, and short-term debt. Short-term debt includes all debt having an original maturity of one year or less and interest in arrears on long-term debt.
Data are in current U.S. dollars. It was converted into log. The symbols of variables are logEDIND and logEDMLY.
Source: The World Bank and Author Data Set
